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CZECHOSLOVAKIA 


BRIEFS 
NEW EXPRESS HIGHWAY--The newly-constructed Prague-Mlada Boleslav-Turnov express 


highway will open for traffic on 1 October 1981. [Bratislava SMENA in Slovak 
26 Sep 81 p 5] 


CSO: 2400/11 








GERMAN DEMOCRATIC REPUBLIC 


FORMATION OF COMBINES IN BEZIRK-MANAGED INDUSTRY CONTINUES 
Greater Efficiency, Flexibility Sought 
East Berlin DIE WIRTSCHAFT in German Vol 36 No 8, 13 Aug 81 p 16 


[Article by Inge Raabe: "Far-reaching Effects." For translation of related infor- 
mation see various items published under quoted headings in the following JPRS is- 
sues of this series: "“Bezirk-Managed Industry to Be Reorganizel] Into Combines,” 
79045, 23 Sep 81, No 2178, pp 59-66; and “Bezirk-Level Combines Created for Whole- 
sale Consumer Goods Trade," 79022, 21 Sep 81, No 2176, pp 11-33] 


[Text] That 54 bezirk-managed combines are going to be set up still this year in 
various territories of our republic amounts to something more certainly than another 
economic management measure for completing the formation of large economic units. 
Its objectives and effects are more far-reaching. Here one must realize the posi- 
tion the bezirk-managed industry holds within our economy. It is being made attrac- 
tive by the motley palette of indispensable products: consumer goods desired for 
our domestic market and export, the one thousand small items and, no less, the 
various ancillary supplies and investment goods without which our economic organism 
could not function. Another advantage lies in the smooth production of small volumes 
and a small number of units, of accessories, fashionable and seasonable products, 
and the capacity to react quickly to changing needs and to use basic assets and man- 
power flexibly. Over against that, however, we find those disadvantages that result 
from the small size and fragmentation of production, mainly as far as productivity 
and efficiency development is concerned. How then must we proceed in making still 
better use, if possible, of the advantages while minimizing the detrimental effects, 
wher we still have for quite some time take account of the fragmentation of our 
production? 


Even from those two angles it is @ logical decision not to enlarge the centrally 
managed combines still further but largely to combine the bezirk-managed enter- 
prises into independent economic units on the principle of output or technological 
similarities. That is an example of facing newly ripened requirements and organ- 
izing and structuring social production fer getting a maximum performauce growth. 


Just as setting up centrally managed combines, so also in the territory the merging 
of enterprises is the first step toward high and stable performance improvement. 
Many further steps must be taken until an economically efficient production profile 
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is formed in every combine, such as the concentration of scientific-technical per- 
sonnel and capacities, as is being prepared and implemented also in the Karl-Marx- 
Stadt territory. By setting up scientific-techaical centers the R&D potential of 
the bezirk-managed combines is meant to be strengthened noticeably and concentrated 
on those priorities that are critical for futwre performance growth. That will also 
help accelerate the innovator process and their own technological research and take 
care of the product assortments, in scientific-technical terms and in terms of design 
features, in such a way that they will have good chances on the world market. In- 
divisible from that is the step of concentrating and strengthening the construction 
of means of rationalization so that the new products are made the modern way and 
economically efficient main production lines can form gradually, in precision devices, 
light fixtures and economically important ancillary products, for instance. 


While in this initial phase other issues may appear to be more important, we yet can- 
not postpone deliberations and concrete steps toward getting ready for the use of 
microelectronics and robot technology also in these combines, in terms of our eco- 
nomic strategy. For what Comrade Erich Honecker has said about the profound eco- 
nomic effects of the use of these modern productive forces applies increasingly to 
all branches of production. The cooperation of bezirk-managed and centrally managed 
combines in charge of comparable production is bound to intensify. It will become 
urgent for the production groups to bring about a uniform scientific-technical policy 
in their branch, help as many enterprises as possible to approach the level of the 
most advanced ones, and organize the contest for the best products. 


Because there are quite some bezirk-managed combines without a branch-specific produc- 
tion profile, it is all the more necessary to combine the work meaningf :lly and to 
use manpower flexibly and provide training accordingly. These are equally important 
conditions for flexibility and a rapid reaction capacity as are, e.g., adequate 
capacities for building devices, tools and doctrines. Ultimately, however, flexibi- 
lity depends on the managers’ attitude, we were told by the director of one such newly 
formed combine. And that is a realization that is not only confined, it seems to us, 
to the problem of flexibility. 


For there is another important aspect here: the formation of combines in the bezirks 
produces not only economic effects. It also challenges and fosters political attitudes 
and insights among the managers. It gives rise to expectations among the working 
people that the growing economic capacity of the bezirk-managed combines will provide 
them with more progressive and interesting labor contents and with more pleasant 
living conditions. The interest in the process of combine formation shown in trade 
union meetings and plan discussions indicates there is a certain pride in now being 
integrated as a worker or engineer within economically important production units. 

In small towns and communities where newly formed combines are being set up citizens 
and territorial organs are looking for positive effects on their public life. These 
then are far-reaching effects. Not to slight such expectations and motivations in 
their internal organization of the bezirk-managed combines is also obligatory for ail 
managers because fulfilling them can arouse all sorts of initiatives, initiatives 
urgently needed for the ambitious tasks of the new economic units. 




















Experiences in Karl-Marx-Stadt 


East Berlin DIE WIRTSCHAFT in German Vol 36 No 8, 13 Aug 81 pp 16-17 


[Interview with Heinz Findewirth, chairman, Karl-Marx-Stadt Bezirk Economic Council, 
by Inge Raabe; date and place not given: "More Desired Consumer Goods Through In- 
crease in Performance™] 


[Text] [Question] Bezirk-managed industry in Karl-Marx-Stadt is known for its con- 
siderable share in the production of desired consumer goods and the thousand small 
items. How do you meet the demand to bring out such products at still larger volumes 
and in better qualities and more economically while also satisfying your various 
ancillary supply requirements with respect to the centrally managed industry? 


[Answer] Implementing the 10th SED Congress decisions also requires of the enter- 

prises in our bezirk an unprecedented performance increase for the 1980's. State 
quotas up to 1985 plan a 136.4 percent increase of commodity production over 1980. 

That comes to an increase of M 556 million. Labor productivity thus must grow faster. 
The priority is a production growth of high-grade consumer goods for the population 

and for lucrative export and the output, proper as to demands, of the so-called thousand 
small items. Such a performance development also demands of the bezirk-managed in- 
dustry to accelerate its scientific-technical progress and create the prerequisites 
needed for it in terms of economic organization, in accordance with the economic 
strategy decided on at the 10th party congress. 


It means we cannot at random decide our developmental tempo but must seek ways for 
a faster performance increase, both quantitatively and qualitatively. 


The main way for an increased performance in the 1980's was pointed out to us by 
what our general secretary, Comrade Erich Honecker, said at the 10th party congress, 
that we have to tap great reserves for an increased output of desired assortments 
through creating bezirk-managed combines. Thus, by using the positive experiences 
of the combines in centrally-managed industry, and of the bezirk-managed combines 
in the foodstuffs industry and in services, we contemplate seven more bezirk-managed 
combines under the economic council for Karl-Marx-Stadt Bezirk. 


If one looks at our spectrum of products, ranging from precision devices, polytechnical 
instruction tools via synthetic items and chemical products, domestic and kitchen 
equipment, radio sets and light fixtures, storage, hoisting and transportation devices 
all the way to artifacts from the Erz Mountains, it becomes clear that it is by no 
means easy to implement in every case the merging of enterprises into combines in 

terms of production lines and technologies and to take account of any given develop- 
mental conditions and future performance requirements so that they will become 

genuine sources for growth. 


And we are here not merely concerned with further development but with creating 
efficient economic units that ensure a higher grade of management of the reproduction 
process from R&D all the way to sales and work in accordance with the economic cost 
accounting principles. 














That is why we intend to set up combine managements on the basis of parent enter- 
prises, not all in Karl-Marx-Stadt but in concentrated territorial ar-<:, for domestic 
and kitchen equipment in Schwarzenberg, for instance, or for artifacts from the Erz 
Mountains in Marienberg. That makes higher demands of course on personnel work and 
on mater. al-technical arrangements. Our experiences and insights tell us it is a 
complicated but the right course. 


Two combines have become fully operational since early in July; by October this year 
the formation of combines is expected to be completed. 


[Question] How does the economic council manage this process, it being its competent 
organ, which methods are standing up and which experiences do you think are essential? 


[Answer] The forming of bezirk-managed combines places high demands on us right now. 
That simply follows from the fact that in terms of time the forming of the combines 
must coincide with our ensuring the fulfillment and targeted overfulfillment of the 
annual plan and with preparing the 1982 plan and the five-year plan up to 1985 as a 
unified management process. 


Then, together with the forming of the combines, we must a'so develop a higher grade 
of management activity by the economic council. It has been found of benefit in our 
bezirk that from the outset, under the leadership of SED bezirk management and its 
first secretary, Comrade Siegfried Lorenz, the forming of bezirk-managed combines was 
made a matter of concern for the whole bezirk and that the concrete measures required 
for it also were set down. 


I should like to point out in particular the support we got from the bezirk manage- 
ment working team, the kreis managements in territories where combines were formed, 

and the party deputies. It has also been found useful that through creating a working 
team of the bezirk council, headed by the first deputy chairman of the council, all 
matters concerning the forming of the combines were constantly discussed with the 
competent members of the council, the Workers and Parmers’ Inspectorate and the finance 
organs, and the necessary measures were taken. 


Another great advantage I should like to point out is that centrally managed combines 
that have their seat in the bezirk assumed sponsorships for a combine each. That 
means the general director deputized one of his department chiefs to take an active 
part in drawing up management documents and to advise on matters of long-term pro- 
duction and technological development and also organize the personnel and material 
support. So he can affect the selection policy in his combine so that the bezirk- 
managed combines take on still more useful basic assets. In this fashion the office 
machine plant aids the polytechnical and precision instruments combine that was newly 
formed, and the IFA Combine helps the radio and household equipment combine that 
still is to be formed. Many other combines in the centrally managed industry have 
assumed similar commitments. 


All this has provided us with a uniform political-ideological and also organizational] 
starting basis for carrying these processes through. 








[Question] In forming bezirk-managed combines it is probably very important to 
know exactly beforehand how production reserves are to be tapped for above-average 
performance increases and for better qualities and efficiency. What, do you think, 
are the priorities there--with whatever may be specific of the various combines? 


[Answer] In this five-year plan we intend to come up with average growth rates 
between 35 and 44 percent, in the consumer goods even between 50 and 70 percent, 

and considersbly accelerate the tempo of new and advanced developments. The measures 
needed for it are set down in long-term development conceptions and established as 
concrete tasks in the annual plans. The decisive production reserve, it seems to 
me, is the concentration of manpower and funds, which often can only becose possible 
and economically effective in larger economic units. Let us take the key issue of 
science and technology: most small and medium-size enterprises have no or only 
relatively small R&D capacities. 


The same is true of technology. To accelerate our speed and forcefully enter the 
market with new desired consumer commodities, the R&D personnel in bezirk-managed 
combines is to be combined in some sort of scientific-technical center and new 
personnel is to be brought in, too. For production and technological development to 
proceed in the right rhythm, the construction of the means of rationalization is to 
be strengthened. We proceed in two ways here. For one thing we integrate our 
bezirk-managed VEB mechanization with the new combines, and then we seek meaningfuily 
to reorganize local enterprises of the metal-working industry into producers of means 
of rationalization. Just as in the centrally managed combines w can of course also 
more purposely and with great efficiency use investment means in these new and larger 
economic units. Market research and sales can be conducted more skillfully, and 
certain capacities can be jointly constructed and used, to sention just a few out- 
standing advantages of the formation of combines. 


[Question] It is no secret that bezirk-managed enterprises have no large management 
machinery and the director of the enterprise not rarely assumes several functions in 
his own person. Larger units, however, must be managed differently, and our basic 
Marxist knowledge tells us that in the final analysis it is the personnel that counts. 
What about personnel recruitment? 


[Answer] Indeed, the personnel is the most important part, and the most difficult 
problem, in this process. In many smaller enterprises we have, to be sure, proven 
and reliable directors and staffs. But even in case of partial concentration, the 
personnel is not sufficient for combine managements that must skillfully direct the 
reproduction process all the way from R&D to sales. 


That is why the economic council has recruited personnel from its own ranks for 
managing the new combines. But mainly the centrally managed combines in the bezirk 
have delegated, in socialist assistance, specialists and politically experienced as- 
sociates to the new combines. We are also getting much help from the universities and 
technical schools in our bezirk. 


Looked at under the aspect of our social labor capacity, it is an advance on future 
achievement, to be sure, but I think it is the only way. This personnel, as much as 
the experienced associates already in place, now must grow into their new and more 
extensive management tasks in order to enable the working people in the combine enter- 
prises to meet their demanding and higher requirements. That is principally a political 











task because higher achievement in the bezirk-managed combines depends on the working 
people's creativity and their active particioation in the further development of 
socialist cooperative work in implementation of the 10th SED Congress decisions. 


Dresden Creates Seven Combines 
Dresden SAECHSISCHE ZEITUNC in German 15 Jul 81 p 3 


[Interview with Hans-Ullrich Schoene, deputy chairman, Dresden Bezirk Council and 
chairman, Economic Cowncil, by Joerg Marschner, SAECHSISCHE ZEITUNG; “How Will the 
Small and Medium-Sized Enterprises Master the 1980's? Combines Also in the Bezirk- 
Managed Indus’.ry--What Goals Are Connected with This? Growing Responsibility in 
Consumer Goods Production--What Does This Require?"] 


[Text] [Question] The production spectrum in the approximately 200 enterprises and 
combines of bezirk-managed industry ranges from mixers, bird cages, leather goods 

via thousands of other consumer goods all the way to highly sophisticated testing 
devices. The 10th party covgress directive stresses their great responsibility in 
“further raising the production of nicely designed consumer goods and rapidly in- 
proving the supplies for assortments in tie ‘thousand small items’ of everyday need.” 
What does that mean concretely for the 25,000 working people in the bezirk-managed 
industry? 


Q Production to Be More Than Doubled 


jAnewer] That can be explained accurately. Raising industrial commod‘ty production 
in our area by more than 30 percent. As the number of manpower declines, labor pro- 
ductivity must grow still faster. As to consumer goods production in particular, 
technical consumer goods must be doubled. And for a final comparison: right now 
18.3 percent of the commodity production subject to checks and classification carries 
the Q guaranty seal. By 1985, it is to have gone up to circa 40 percent. 


[Question] Such goal. far exceed the usual growth rates. And they are surely not to 
be reached in the usual manner either. 


[Answer] No doubt about that. By party leadership and government decision, now, 
after the extremely fine experiences with the centrally managed combines, we also 
form further combines in the bezirk-managed industry. That is only one point, if a 
critical one, in our new approach. 


[Question] And which combines are these in the bezirk? 


[Answer] On 1 July, the Dresden Elaskon Combine for chemical products went into 
operation, and on | August the Weesenstein Thermophor Combine for heat and dust ex- 
haust techniques will follow. On 1 October we will set up the combines of Teko, 
Dresden for electrical and mechanical household devices, Mewa for metal goods, 
Plastik Sebnitz, Brillant Dresden and lumber. That will then combine circa 98 
percent of our capacities in combines, since the bakery goods and beverages combines 
have already been in operation for some time. 














Avoid Superficial Preparations 


Question] The term combine by itself is not likely to make any difference. The 
success of the new economic structure will largely depend on the attitude the people 
take. What has been initiated? 


[Answer] We already have discussed and taken appropriate measures in our 28 May 
bezirk party activists meeting. The questions that have to do with and result from 
the setting up of combines were thoroughly discussed with each enterprise collective, 
with each working person in fact. We tolerate no superficiality here. Everyone-- 
that is our goal--must understand the why and wherefore and identify himself with it. 
That at present is a big chunk of the discussion of the directive among us. Hans 
Modrow, first secretary of SED Bezirk Management, had asked us with special urgency 
at that bezirk party activists meeting to develop from the very start a spirit of 
community and of being totally committed to the combine. In the staff meetings that 
is our concern in many collective and individual talks. 


Which Advantages Are Involved? 


[Question] Not everyone immediately understands the advantage in forming collectives. 
There also may be quite some enterprise collectives which could think of themselves 
as somewhat misplaced in being made to join a particular combine. Then they easily 
come up with such notions as “formalism” or "it just means mors s«anagement expense. 
What precisely are the advantages we have concretely in mind for the combines? 


[Answer] In principle the very same as for the combines in the centrally managed in- 
dustry. It comes down to the advantages of concentration and specialization through 
as cohesive and uniformly managed a production process as possible. And it mainly 
applies to the field of science and technology which must become economically such 
more effficient. 


[Question] But you still will not get more research personnel and gore engineers 
through these combines, will you? 


[Answer] Not for the time being. But up to 1985 we shall have to expand our engi- 
neering capacities considerably, out of our own resources, through training, and 
that starts this year already by sending people for training. Furthermore there are 
effects that must make themselves felt rapidly. For instance: the Brillant Combine 
will embrace 30 enterprises. Leather goods and packaging materials will be made 
there. Today's VES Brillant has many departments of high technological capacity. 
The working crews have 23 university and technical school graduates, and its degree 
of automation and mechanization lies around 65 percent. And then we have the VEB 
Kombipack with more than 250 capable workers. But there only two university and 
technical school graduates are involved in R&D. Most women and men still do manual 
work. That large the differences are. Especially through the concentration of tech- 
nical-scientific capacities within one combine we must start at once overcoming such 
differences, gradually yet expediently, and get the whole thingonto a higher level. 
For that we must make use of all opportunities for working together with the many 
science institutions in the territory. 











The Next Step 
[Question] What then are the first steps that are being taken in the new combine? 


[Answer] Being an economic councii, we also concentrate much of our capacity on 
supporting the new combines in developing a genuine scientific-technical strategy 

up to 1985, which will include output development as well as rationalization. The 
ten points of our economic strategy must thus also become the guideline for action in 
the bezirk-managed industry. Simultaneously we intend to extend the plan lead to at 
least 3 days by the end of the year, essentially by means of the funds earmarked in 
the plan. 


{Question! Microelectronics, optimum refinement, robot technology should then not 
just become catch-phrases. That is a high demand. Which particular problems are 
central to this? 


[Answer] i can only mention a few. Our consumer goods production responsibility to 
the population and for our exports calls for much higher speed in revitalizing our 
products. Thus far we have put into production consumer goods at a value of M 100 
million annually; that must be increased significantly. We want to get a turnover of 
our production assortments every 4 years, and ttis does not only means products as 
such, but products that help determine world standards. 


At the party activists meeting referred to we therefore took issue with the work done 
with obligation notebooks, which is still most inadequate. Sure enough, 34 of them 
were accomplished within the first quarter this year, but only few of them aimed 
through their objectives at genuine top achievements. 


Just as critically and constructively we are now considering how to double our own 
construction of means of rationalization up to 1985, more efficient investment ac- 
tivity, a consistent improvement of our materials economy, and the construction and 
use of robot technology. 


Microelectronics and Robots--No Catch-Phrase 


I must refer still to another example to show to what extent truly different oppor- 
tunitiesarise from the forming of combines: VEB Praecitronic becomes the parent enter- 
prise for the Teko Combine which, as mentioned, will start operations on 1 October. 

One top product of this enterprise, as one knows, went along into space with our 
Sigmund Jaehn, which only proves its capability in the electronic and microelectronic 
field. It can and will, within the combine, systematically radiate into enterprises 
making technical consumer goods and others. This is not actually in the first place 

a matter of technical knowledge but one of applying it, of the experiences in the 
struggle for scientific-technical top performances, that has to become standard proce- 
dure. 


[Question] That makes sense. But when it becomes a matter of the whole robot tech- 
nology, is one not expecting too much even of a combine in the bezirk-managed industry? 


[Answer] Everyone's cooperation will be needed here so that up to 1985 we can build 
1,000 industrial robots within our republic's bezirk-managed industry. Here, above 











all, our rationalization enterprise Kosora in Dresden must operate at a new qualitative 
level. Together with institutions in Gera and Karl~Marx-Stadt we are getting set to 
form a consortium as a scientific-technical center for developing second-generation 
industrial robots especially adapted to our needs. That includes cooperation with 

the Microelectronics Research and Technology Center and the Technical University, 
Dresden. 


[Sign off] Thank you for the interview. 
Five Erfurt Combines Described 

Erfurt DAS VOLK in German 10 Aug 81 p 3 

[Interview with Comrade Helmut Bauer, deputy chairman, Erfurt Bezirk Council and 


chairman, Economic Council, by Jochen Thiele; date and place not given: "Five Com- 
bines Have Their Premiere™] 





[Text] Biographic information: Comrade Helmut Bauer (57), 
since March 1980 deputy chairman, Bezirk Council for the 
bezirk-managed industry and local supplies economy; chairman, 
Economic Council; finance employee by trade; distinction: 
Patriotic Medal of Merit, in bronze. 








[Question] A few days ago, on 1 August, there occurred a premiere in our bezirk in 
that two new bezirk-managed combines were formed, and three more are to follow. What 
names are we going to have to get used to? 


[Answer] One has already been known for years: Sponeta Schlotheim. The other com- 
bine names are: Elektrogeraete Apolda, Maschinenbau Arnstadt, Chemisch-Technische 
Erzeugnisse Gotha and Schnittholz & Holzwaren Nordhausen. These five combines are 
going to combine 82 small and medium-sized enterprises in our bezirk-managed industry 
with circa 13,000 working people. 


[Question] Whether the names are known or new--firm signs will have to be replaced 
in any case. Will that be the only innovation? 


[Answer] We don't care about formal, external changes. After the formation of 157 
centrally managed combines in industry and construction was found expedient in our 
republic, and so was the work of the bezirk-managed beverages combine and the pastry 
and bakery goods combine for some time, we now are taking another step toward im- 
proving our efficiency through more effective management and planning. The standards 
for the new bezirk-managed combines were unequivocally formulated by the 10th party 
congress. They are meant to expand supplies of consumer goods for the population, 
especially those of the "thousand small items," improve spare part supplies, and make 
a more effective contribution to our exports. Our potential, thus far fragmented 
over many small and medium-sized enterprises, is to be used in a more concentrated 
fashion, especially in R&D and in socialist rationalization. 


The new bezirk combines will have a greater total capacity than that of the sum of 
its enterprises because they also make possible a higher degree of specialization and 
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cooperation. They offer more favorable prerequisites for effectively rationalizing 
the entire reproduction process--from R&D through production to sales--and ensuring 
a higher performance boost within our five-year plan. Thus the bezirk-managed com- 
tines are a logical consequence of our party's economic strategy. 


Incidentally, as far as the names of the enterprises are concerned, they all remain 
the same, except that we now add which combines those enterprises are part of. We 
also favor what is rational in this case and hold no brief for tape-worm designations. 


[Question] You mentioned the intended effects of the combines. Will they also 
become noticeable through the use of microelectronics and robot techniques? 


[Anawer] This surely would be asking too much of a small enterprises with a few dozen 
people. But at the scale of a combine even a small enterprise can get the needed 
rationalization aid. By 1985 we intend to use 250 robots in the bezirk-managed in- 
dustry. The VEB engineering and mechanization office in Gotha, our rationalization 
workshop, as well as a stronger construction of means of rationalization of our own 

in our combines, bear a great responsibility for it. The advantages of microelec- 
tronics we intend to use, for example, for grill equipment and adjustable flatirons. 
But these are merely timid beginnings. We need a higher speed too--also, and es- 
pecially, for reducing the developmental time frames for new products, mainly for 
consumer goods. 


[Question] When will the citizens in our bezirk be able to notice advantages of 
the new combines? 


[Answer] Let's not make any bones about it. After having thoroughly prepared the 
formation of the combines, the development conceptions and competition initiatives 
by the work collectives in the combine enterprises intend to prove the advantage of 
combines for public supplies as fast as possible. And here we have some assortments 
where we will be able to meet demands more adequately still this year or next and 
others, where we need much more time yet to meet demands completely by means of 
creating the greater capacities required for it. 


Supplying consumer goods and the "thousand small items" will also be on the agenda 
at the next bezirk assembly session. In preparation for that conference we have 
good examples coming from the many collectives of the bezirk-managed industry which 
we must promote and generalize on further. For :..eting demands still this year, 

the working people in the VEB Schlotheimer Lederwaren Taeschnerwaren, of the VEB 
Glasveredlung Luisenthal, intend to produce additional fire-resistant household glass, 
and those in the VEB Plastverarbeitung Ruhle, more plastic household items and 
electrical installation material. The "thousand small items" are especially close to 
our heart because they can cause so much annoyance by not being among the supplies 
that are offered. Greater efforts will be devoted this year to the production of 
clothespins and clotheslines from the synthetics processing combine, of drawing- 
instruments and drawing-compasses for school work, of pocket knives and coal igni- 
tion devices. Yet the list of items that trouble us still is too long--so that we 
must increase our efforts. 











TQuestion] Bezirk combines and enterprises have a multifaceted assortment spread. 
Along with the products referred to there are, after all, also the beverages and 
baking goods and the many ancillary supplies and the investment commodities that 
ace much in demand in our economy. Can the combines get a handle on all that much? 


[Answer] It is not going to be easy or free of problems. We also think the goals 

of the directive ambitious and do not have all the guarantees yet in our pocket. 

Yet with the resolutions from the party congress and from our bezirk management and 
with the combine programs as worked out, we have a good idea of the performance in- 
crease required. The work collectives in the combine enterprises and the responsible 
managers have rallied to its implementation. 


In this we want to make use in our work of the fine experiences of such centrally 
managed combines and enterprises as Umformtechnik Erfurt, Fahrzeugelektrik Ruhla, 
Chemieanlagenbau Erfurt-Rudisleben, Funkwerk Koelleda, the Paul Schaefer shoe factory 
in Erfurt and the Nordhausen motor works. Our next and important task now is to 
extend the plan lead in the bezirk-managed industry by two days of output from the 
end of July to the end of August, and by 3 days of additional output by the end of 
the year. . 


Data on Combines: 
Since 1 August 1981: 


Kombinat Elektrogeraete Apolda: 1/7 enterprises; 3,600 working people; electrical 
household equipment, light fixtures, electrical engineering and electronic products. 


Kombinat Sponeta Schlotheim: 16 enterprises; 4,400 working people; sports and 
cultural items, leather and fine leather goods, clothing. 


Starting 1 October 1981: 


Kombinat Maschinenbau Arnstadt: 16 enterprises; 1,400 working people; tractor-trailers, 
small hoisting devices, camping trailers, pocket knives, automobile accessories. 


Kombinat Chemisch-Technische Erzeugnisse Gotha: 23 enterprises; 2,300 employees; 
rubber and synthetic parts, varnishes and dyes, coal ignition material, synthetic 
household commodities, mineral materials and foodstuffs, packaging material. 


Kombinat Schnittholz und HNolzwaren Nordhausen: 10 enterprises; 1,000 working people; 
lumber, cases, tool parts and raw lumber commodities. 


Magdeburg Combines Formed 
Magdeburg VOLKSSTIMME in German 9 Jul 81 p 3 
[Excerpts from report of SED Magdeburg Bezirk Secretariat delivered by Comrade Heinz 


Herzig, secretary, SED Magdeburg Bezirk Management: "With All Our Strength for Our 
Good Policy for the Welfare of the People") 


[Excerpt] We focus on turning our exports to the nonsocialist economic region into 
a major aspect of our work. 








Comrade Heinz Herzig then announced that the secretariat had decided on measures for 
“nsuring a rapid performance increase. 


"The implementation of our party's economic strategy has to be aired in combine con- 
ferences." 


It was necessary in this to review the extant management documents, such as the cam- 
paign programs of the basic organizations, the intensification conceptions and others, 
especially with regard to the use of microelectronics and robot techniques, the 
materials economy, the solving of research tasks in cooperation with the institutes 
of the Academy of Sciences and other science institutions, and the development of 

the construction of means of rationalization, in accordance with the higher demands. 


“Bezirk-managed combines are being formed. They include: VEB Kombinat Fahrzeugbau 
und -zubehoer, Kakerbeck; VEB Kombinat Wirkstoff- und Mineralstoffmischungen Oschers- 
leben; VEB Kombinat Unitras Magdeburg; VEB Kombinat Haertol Magadeburg; VEB Kombinat 
Giesserei und Ofenbau Koenigshuette; VEB Kombinat Magdeburger Kultur- und Lederwaren; 
VEB Kombinat Schnittholz und Holzwaren Magdeburg, with its seat in Haldensleben." 


East Berlin Services Combine 
East Berlin BERLINER ZEITUNG in German 28 Aug 81 p 3 


[Article by Karin Stemmler: "Berlin Combine Presented: Services from Head to Toe-- 
Newly Formed Combine Will be Able to Do More for the Berliners”] 


[Text] Based on the fine experiences with setting up combines in industry, trans- 
portation, construction and communication, the 1,200 enterprises in the bezirk- 
managed industry in the GDR will now also be combined into such large economic units. 
In the bezirk-managed industry we mostly deal with small and middle-sized enterprises 
responsible for the production of the so-called thousand small items, many consumer 
goods and technical equipment, ancillary supplies, services and repairs, as well as 
baking goods and beverage enterprises. 


Five More Combines by the End of the Year 


We now have five combines of the bezirk-managed industry in Berlin. Five more will be 
set up by the end of the year. The purpose of this merger: consumer goods supplies 
for the population are to increase, mainly those of the thousand small items and spare 
parts. That will create prerequisites for rationalizing the reproduction process, 
from R&D to sales, and achieving the intended performance growth. 


For the services combine Berlin, set up on 1 July 1981, this means perceptibly improv- 
ing services, repairs, and the level of customer service. 


Every day 18,000 families take advantage of the services of the combine by handing 
over their shoes, umbrellas or pocketbooks for repair to any one of the 110 outlets, 
having their hair done in one of the salons of the service enterprise, trying on a 
tailor-made suit or having photographic films developed. The combine's labor force 
of 4,100 offers its customers 139 different types of services and repairs at this 
time. 


13 





Signboards Remain Unchanged 


The combine includes seven enterprises which all remain econemically and juridically 
independent: 

--VEB Dienstleistungsbetrieb Berlin (the parent enterprise of the combine). Its sign- 
board, "DLB," is displayed on many streetcorners. It handles more than 100 different 
services and repairs. This enterprise was recently awarded the challenge banner of 
the Council of Ministers and the FDCB National Executive Committee; 

--VEB Glas- und Gebaeudereinigung, responsible for cleaning public buildings and the 
facilities of public health, education and commerce as well as workers’ housing; — 
--VEB Schuhreparaturen Berlin, where shoes, saddles, leather goods and leather clothing 
can get repaired; 

--the Berlin fashion center, a state-owned enterprise, that makes coats, jackets and 
outfits for ladies both in series and to size; 

--VEB Modische Herrenanzuege that makes men's suits and dinner jackets and takes on 
orders on tailor-made clothes; 

--VEB Berliner Tischlereibedarf, responsible for interior decor and furniture manufac- 
turing and for supplying the Berlin carpenters with wood, plates, furnishings and 
moldings; and 

--the service information office where employees inform the citizens about various 
services and counsel them. This enterprise also includes an extensive advertising 
service. 


What advantages are coming from these combines? 
Enhanced Achievements Through Improved Organization 


Combine director Manfred Haessner has vhis to say: "As shown by the experiences in 
the centrally managed combines, a concentrated use of funds and capacities creates 
more favorable prerequisites for economic ;rowth. That is also true for services. 
One task of the science and technology area which is being handled in our combine 
right now is to make services more expedient iv going into industrialized methods 
and insisting on the application of optimum technologies." 


By aiming the potentials of all enterprises in the science and technology area at 
joint major focal points, the level, not yet satisfactory in some types of services, 
is to be raised. So the combine is oriented toward elaborating and introducing op- 
timum technologies for making outer female garments and shoe and umbrella repairs. 
And in doing this, through a reorganization of the workshop run-through, e.g., the 
number of umbrella repairs and new stock is to be raised from an average of 200 per 
day at this time to 340, without resorting to any additional labor. 


The combines are also of benefit to the cooperation with the producers of those con- 
sumer goods that can later be repaired in the service area. 


During Production Keep Repairs in Mind 


“We must reach the point," Manfred Haessner says, "that even when we design a new 
product we jointly work out repair techniques." 


DLB has already made good connections with the Karl-Marx-Stadt VEB umbrella plant. 
The "Planomatic" model was handled through cooperation so that it can be rationally 
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repaired. Something similar is now also being contemplated in the Pentacon Combine 
for fotolaboratory equipment and the Textima Combine for tailor equipment. 


Another empha’’* is placed on the construction of our own means of rationalization. 
Means of Rationali.ation for Crafts 


"With the forming of the combines we got the task to supply, above and beyond our own 
needs, the private and cooperative crafts in the capital with tools and support mechan- 
isms," the combine director said. Right now, for instance, they are working on means 
of rationalization for fotolaboratories. 


All factors referred to, the creative participation by the working people and skilled 
management and planning, are a condition for the Services Combine’s achieving its goal 
of coming up with two extra days of services that will make a difference to the Berlin 
population by the time of the sixth best workers conference. 


Karl-Marx-Stadt Services Combine 
East Berlin DIE WIRTSCHAFT in German Vol 36 No 3, 12 Mar 81 p 3 


[Interview with Bert Roos, combine director, Karl-Marx-Stadt Services Combine, Main 
offices in Werdau, by Harry Pollei, date and place not given: "Concentration of 
Forces on High Performance"™] 


[Text] [Question] Comrade Roos, you have for more than 10 years been the director of 
a bezirk-managed combine, the remarkable development of which is attested to by evi- 
dent facts. Even a few years ago our newspaper was in the position to give a brief 
yet persuasive resume about the advantages of this large economic unit in the ser- 
vices sector (DIE WIRTSCHAFT, No 13, 1975, p 6). Which experiences in combine de- 
velopment do you regard as especially important from today's vantage point? 


[Answer] First and foremost, SED bezirk management has issued a clear political 
guideline for the tasks and role of the services combine in our bezirk and has given 
political leadership to the process of combine development all these years. In con- 
formity with this line our competent management organ, the bezirk council, developed 
a long-term conception for developing an efficient economic organization for house- 
hold services and repairs. Through the formation of two textile cleaning combines 
and our services combine we then got the prerequisites for achieving a much higher 
performance through concentration and specialization. The economic advantages that 
come from our combining our forces have now been better utilized. Furthermore, 
strong combines also have much greater opportunities in the bezirk-managed economy 
to secure our expanded reproduction, that is to say, improved public supplies in the 
years ahead, through science and technology, rationalization, and improvements in 
labor organization and in the working people's working and living conditions. 


[Question] Many of the experiences with setting up combines in the centrally managed 
industry thus can also be used in the bezirk-managed economy. What now are the special 
advantages of a services combine in a bezirk? 
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[Answer] Along with the economic advantages due to concentration and specializa- 
tion, a combine also has opportunities to perfect economic management in the bezirk. 
Thus our combine evolved into a reliable partner of the state management organs and 
into the central agent for the planning and assessment of household services demands 
in our bezirk. As an ixportant state-owned supplier, the combine guarantees the co- 
operation with the private and cooperative crafts. Also the relations with the final 
producers of important consumer goods run of course on an entirely different course 
from those of the many small service and repair enterprises. Through the services 
combine we now have a capacity in the bezirk that can centrally and comprehensively 
organize the relations with the local people's representations. It presupposes that 
the combine's management personnel and specialists grow into these tasks. We had to 
undertake thorough analyses and start long-term conceptual work, in short, had to 
assume management tasks and apply management methods that have become indispensable 
today for coping with large modern economic units. It has also brought down the 
costs for management and direction all around, the costs per M 100 of output by 
circa 28 percent in 1980, compared to 1975, and the total prime costs, per M 100, 

by circa 23 percent. 


[Question] You gave the clue yourself just now saying “personnel had to grow into 
these tasks." Where did they come from? 


[Answer] \ rely on managers and associates who in the past worked in smaller and 
medium-sized service enterprises. They surely had to learn a lot that was new, but 
most of them approached their new tasks with enthusiasm, a readiness for risks and 
many creative ideas. Yet we have to make no secret of the fact that when the com- 
bines were first being formed there were managers of enterprises and workshops who 
did not care to give up their former “independence.” In some kreises and towns, on 
the other hand, there was a tendency for state functionaries, after the combine was 
formed, no longer to consider service and repair jobs their own business, in shifting 
their responsibility over to the bezirk or the combine. Precisely because of such 
personnel problems and subjective impediments it became so important to turn political- 
ideological work into the centerpiece of combine forming. 


[Question] How did the working people in the smaller service enterprises react to 
their being taken over into the combine? 


[Answer] They were very open-minded. Especially when we could tell them precisely 
how their work and working conditions would change for the better. In many cases 
that became factual very fast. Through increasing performance and higher labor pro- 
ductivity their income rose, the combine has improved social and cultural conditions 
to offer, and many other matters besides. No longer can it be ignored today that 
with the performance development of the combine its social reputation also was en- 
hanced and, with it, the appreciation for the work achievements of our associates. 
Very many associates and collectives in the combine have received state distinctions, 
in part very high ones--just as in the large industrial enterprises with their fine 
traditional reputations. Ms 
Many associates can no longer imagine work under the former conditions because we 
have, after all, meanwhile 1,200 technicians trained in the combine's own vocational 
training facilities. A regular staff has formed, and the fluctuation quota in re- 
cent years was barely higher than 5 percent. That should demonstrate clearly 
enough how the working people reacted to the transition toward the combine. 
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[Question] What opportunities does the services combine have for rationalizing 
and using local reserves? 


fAnswer] Without rigorous rationalization the comb‘ -e's performance development 
would not be feasible. On the other hand, only in a larger economic unit can the 
scientific-technical potentials needed for it be developed. Being a bezirk combine 
we are of course deliberately using the local reserves and specifics. The concentra- 
tion and specialization ov certain types of services required as their prerequisite, 
for instance, for the use of modern technologies the development of central workshops 
and the creation of appropriate means of rationalization. Within the scope of terri- 
torial rationalization we therefore created an efficient construction of means of 
rationalization in the local supply economy and our own construction department that 
employs construction workers in the combine who previously had nothing to do with it. 
By means of these capacities we are now in the condition to rationalize, step by step, 
important processing activities and repair processes as well as auxiliary and side- 
line processes. Simultaneously our construction of the means of rationalization 
also supports other VEG's, PGH's and private craftsmen in their rationalizing their 
own production shops. Many examples for the use of local reserves are found also 

in our creating workshops and outlets for our services combine. With the support 
from kreis or municipal councils such places, important as they are for our supply 
situation, were set up in old structures, in old factory buildings, for instance, 
calling for relatively low maintenance efforts. Local social forces often also par- 
ticipate in it in their own interest. 


Rationalization, just as the intensification of our reproduction process in general, 
has long been managed as strictly in our combine as in large industrial combines. 

We have our own intensification program, an extensive science and technology plan, 
an active innovator movement, and many volunteer collectives for scientific labor 
organization or for solving technical and technological problems. The acceleration 
of our scientific-technical progress is the centerpiece of socialist competition in 
the combine, and not only by way of talking about it. The people who are working 
with us know that only this way can we provide more and better services for the 
population in the future and can do it as expediently as possible. 


Karl-Marx-Stadt Precision Instruments Combine 
East Berlin DIE WIRTSCHAFT in German Vol 36 No 8, 13 Aug 81 p 17 


[Article by Wolfgang Hoborka, director, VEB Karl-Marx-Stadt Polytechnical and Pre- 
cision Instruments Combine: "Creative Cooperation Demanded] 


[Text] We face the task to boost our output significantly in all enterprises and 
achieve a significantly higher economy. On that our management activity concentrates 
its political work. 


What has helped us in forming our combine? Mainly the fact that from the very first 
day of getting ready for it we enjoyed the full support of the party, the trade 
union, the territorial organs and the centrally managed combine enterprise for 

office machinery as sponsors. Thereby it was possible to prepare the management 
personnel and working people in the 14 combine enterprises politically and technically 
for the ambitious goals of the combine. They amount to increasing up to 1985 our 
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industrial commodity production by from 42 to 44 percent, our consumer goods pro- 
duction by 50 percent, and to more than doubling our export. At least 25 percent 
of our annual output is to represent new and advanced developments. For that we 
need the ideas and deeds of all working people. Management has formed three working 
groups. The science and technology working group was responsible for designing the 
development conception up to 1985. Production-specific emphases in it, among other 
things, are precision drawing-equipment, instruction tools, barometers, weather 
stations and daylight writing projectors. In the 1982 plan discussion we shall 
concentrate the manpower and means of R&D and technology on products such as 
--microcomputer training systems for training in universities and technical schools 
and for adult training; 

— digital testing ground, equipped with microelectronic components; 

--weighing facilities with microelectronic controls; and 

--various further developments in the field of precision testing techniques. 


The economy working group--in concert with the science and technology working group-- 
presented the material and financial draft plan. It contains product-specific and 
technological developmental trends for the various enterprises. The production of 
means of rationalization will be raised by 25 percent still this year. One combine 
enterprise is being outfitted for constructing them itself, and we shall specialize 
within the combine the production of means of rationalization and special machinery. 


The organization working group finally, under the direction by the sponsorship enter- 
prise deputy, worked out the statute for the combine, the structural and business 
distribution plan, the framework information system, the cooperation regulations, 

the accords on the working and living conditions, and the structure of the organiza- 
tion--documents into which many experiences of the centrally managed combines have 
been channeled. Along with elaborating these management and planning instruments, 
the party delegate and I visited the enterprises and discussed with managers and 
staffs the advantages as well as the complicated tasks in the merger, and the questions 
of plan implementation and long-term development, and mainly also the political- 
ideological work in the collectives. Because it essentially depends on the organi- 
zation and awarness of the working people how we can reach our ambitious economic 
goals together. 


Halle Robot Construction Combine 
Halle FREIHEIT in German 1 Jul 81 p 3 
[Article by Jochen Pirlich: "“Gmbine for Robot Construction" ] 


[Text! The VEB Kombinat Anlagen- und Geraetebau Halle was formed yesterday. This 

is the first of seven combines of the bezirk-managed industry being set up in the 
hegirk in the next few weeks. Some 4,300 working people combined their potential 

ia order ever better, and systematically, to satisfy the requirements of the economic 
laws. That is in line with our economic strategy for the 1980's and wholly in the 
spirit of carrying on our policy of the main task. 


The enterprises of the new combine, by producing installations and equipment for 


socialist rationalization, bear a high responsibility for rapid advances by the 
other combines in the bezirk-managed industry. Combine director Frithjof Kleen had 
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already stated at the bezirk party activists’ meeting: the construction of means 
of rationalization will go up by 250 percent until 1985. Such a demand calls for 
a clear fighting position by the communists and all working people on the tasks of 
science and technology. 


In this the combine enterprises do not start at ground zero of course. Valuable ex- 
periences are provided by the working people of VEB Rationalization Halle. Together 
with the table service designers from Dessau they put an industrial robot into oper- 
ation that makes possible increasing the output of 252,000 teaglass holders to a 
total of 500,000. At the same time much manpower gets released for other tasks, 

and monotonous manual work is eliminated. 


Here one can clearly see how, to quote Karl Marx, on the basis of a social division 
of labor, through concentration, specialization, cooperation and combination, new 
potentials can be tapped for performance boosts, with the working people multiplying 
their capacities. 


Forming bezirk-managed combines is objectively necessary for extending the main task 
in its united economic and social policy. As presented at the 10th party congress, 
what matters is to tap new great reserves for boosting the output of a diversified 
assortment of high-grade consumer goods that meet the needs of the population. 

It is something the installation and equipment designers fully intend to meet, as 
was emphasized yesterday. 


Halle Precision Machinery Combine 
Halle FREIHEIT in German 17 Aug 81 p 3 


[Article by R. Salzmann: "So That Everyone Quickly Makes a Commitment for ‘His’ 
Combine" ] 


[Text] A production exhibit was recently held on the Peissnitz in Halle. It was 
sponsored by the VEB Precision Machinery Combine Halle which was newly set up on 1 
July 1981. All enterprises united within the combine exhibited their wares. Every 
manager who now belongs to the combine was to see himself what products were being 
produced, “under one roof." And the managers and experts of the sxall enterprises, 
who before had mostly known of each other merely by name, made vivid use of this 
exhibit. They were not stingy in offering recommendations and suggestions on how 
what was there should in the future be further developed or how some things should 
be tackled quite differently. The presuppositions for that are now extant. Now 
the effects of the combines can be fully brought to bear also on the bezirk~-managed 
industry. 


This year 54 combines of the bezirk-managed industry will be set up in our republic, 
as resolved by the 10th SED Congress. Halle Bezirk will get seven of them. Some 
187,000 working peqple in circa 1,200 enterprises already have a nicely delineated 
field of responsibilities. Along with the bakery goods and beverage industry, this 
part of industry also produces the so-called thousand small items and many consumer 
goods, technical equipment and much equipment for other branches. Moreover, they 
are also producing for export. 
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The preconditions for meeting the increased demands are more favorable in the cor- 
bine. Technological processes are uniformly managed. The possibilities for com- 
bination, cooperation and specialization are now fully at hand. The more effective 
structure set up for it, however, will not do it by itself. Critical remains here 
too that the working people in the various combine enterprises recognize the economic 
necessity and the advantages belonging to a socialist combine. 


It is necessary to stimulate and develop thinking in terms of the combine like this 
so that everyone will as quickly as possible commit himself to “his” combine and its 
targets. That was the whole purpose of the products exhibit on the Peissnitz in Halle. 
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GERMAN DEMOCRATIC REPUBLIC 


LITTLE FLEXIBILITY FOR COMBINES SEEN 
Central Control Maintained 
Hest Berlin DIW-WOCHENBERICHT 4p German Vol 48 No 36, 3 Sep 81 pp 405-408 


/4rticle by Angela Scherzinger: “GDR: Changes in the Planning Method.” A trans- 
lation of the article by Angela Scherzinger cited in footnote 1 is published under 
the title “Changes in Planning Order, Combine Responsibilities Analyzed" in JPRS 
78937, 9 Sep 81, No 2170 of this series, pages 6718. A translation of the article 
cited in footnotes 4 and 6 follows this article/ 


/Text/ In the GDR the general principles and special provisions 
for drafting the five-year plan are fixed in a planning order. 
This is valid for 5 years at a time and subsequently further de- 
veloped, using the experiences gained and in consideration of new 
requirements. The “Order on the Order of Plannipg for the GDR 
Economy 1981-1985" was enacted in November 1979. This super- 
seded provisions in effect from 1976-1980. However, while this 
planning order (running to several hundred pages) was drafted, 
the economic organization prevalent in the GDR changed radically. 
In 1979-1981 com managements replaced the Associations of 
State Enterprises. The new plan methodology, therefore, vas 
completed at a time when no real experience of combine management 
was yet available. Consequently it is not really surprising that 
many sections werg amended in April 1981 by the issue of a sup- 
plementary order. 


It is unfortunately impossible in this report to deal exhaustively with the plan 
target system amended by this supplementary order. We will therefore deal only 
with those changes which may serve to illuminate the fundamental problems of the 
GDR economy. Essentially these are the problems of growth and plan fulfillment, 
efficiency, productivity and resources. 


Manpower Savings 


The manpower shortage has long plagued the GDR. Consequent upon the demographic de- 
velopment it was possible to increase the labor force by a total of 300,000 in the 
last five-year plan period. This growth, however, is bound to slow down because 
the birth rate had declined in the period 1963-1974. On the other hand more man- 
power is needed, not only for expanding factories in the producing sector but also 
for services, trade, health care and cultural facilities. The rational deployment 
of the manpower availeble and the reviey of jobs available are therefore described 
as urgent tasks for the next few years. 
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A new target figure--labor to be set free--obligates all combines purposefully to 
abolish jebs and free manpower. Enterprises are urged to follow the example of the 
so-called Schwedt initiative. In 1978, with the slogan “fewer people to produce 
more,” the Schwedt Petrochemical Cob ine initiated a gompetition ¢dosigned to free 
manpower by improving productivity. It is reported that 1,840 employees have 
been set free in Schwedt since that time. The 1981 goal is 2,400. The approach 
chosen is the thorough review of all jobs with the help of scientific labor organi- 
zation, the avoidance of technological downtime and the general improvement of pro- 
ductivity. The manpower freed may then be deployed in other departments of the en- 
terprise, for example in new plants or on shift work. To be achieved by this means 
is the end of a long criticized state of affairs--namely that enterprises call for 
additional manpower immediately upon the construction of new capacit.es. 


It is emphasized that other combines have also succeeded in considerable job aboli- 
tion. Singled out are the combines Carl Zeiss Jena, Conversion Equipment Eriurt, 
Polygraph Leipzig, ORSTA-Hydraulics and the Fritz Heckert Machine Tool Construction 
Combine. On the other hand there are complaints that this process has not yet 
prevailed in all combines. Accusations were leveled in particular regardir, the 
fact that the Schwedt initiative has received scant attention in East Berlin, where 
many new plants and capacities are planned to arise. 


No doubt the new target is designed to compel the enterprises to supply exact plan 
figures of jobs to be eliminated. 


Combine Efficiency 


A new phenomenon emerging afte: the establishment of combines in the CDR is the ap- 
praisal of the efficiency and capacity of the various enterprises by the economic 
leadership. Before combines were established efficiency comparisons could be car- 
ri-d out rather easily by contrasting enterprise results. The combines, on the 
other hand, generally occupy monopoly status in their respective sector of produc 
tion. Consequently new criteria for performance appraisal have to be sought. The 
new law therefore provides that every combine gust put out a catalogue of indices 
permitting the economic leadership to arrive “at central economic verdicts regard- 
ing costs and results.” 


This catalogue of indices is not to be available after conclusion of the plan year 
only; indeed it is to be part and parcel of combine plan drafts and forwarded to- 
gether with them to the industrial ministries. The catalogue of indices of every 
single combine amounts to an abridged version of the detailed plan drafts and en- 
compasses the 30 most important performance indices, including no less than 7 in- 
dices referring to foreign trade. 


Exceeding the Five-Year Plan 


Another new provision formulated in the supplementary order deals with the setting 
of plan targets for the enterprises. Basically enterprises used to be required al- 
ready to exceed the set tasks in the early stages of the plan discussion. Whenever 
it seemed to them feasible to do so, they drafted a so-called counterplan by 1979, 
involving the additional obligations accepted. This counterplan was then taken in- 
to account by the State Planning Commission in drafting the central plan. Though 











the counterplan has been abolished as an independent planning tool, enterprises are 
still expected to announce their potential excess output in the course of the plan 
discussion. The enterprises benefit from exceeding the plan by being able to allo- 
cate special moneys to enterprise funds once they have completed their additional 
obligatiors. 


As per the supplementary order the plan over-challenge of the five-year plan is to 
begin at a higher level now. The plan targets drafted by the State Planning Com 
mittee are to be reviewed by the industrial ministries. The combines catalogues of 
indices will represent the basis of this review. The aim is "to overcome unwarrant- 
ed differences in standards and rates of growth." In the process of central plan 
drafting the ministers are to submit proposals to the State Planning Commission. 

It is quite on the cards that their more intimate knowledge of the various enter- 
prises will enable the ministries to discover weaknesses as well as reserves. On 
the other hand this procedure is liable to give rise to conflicts between the in- 
dustrial ministries and the combines. 


The proposals are largely to concern themselves with qualitative indices, and here 
again concentrate on the following areas: 


Improvements in the efficiency of research and development as well as speeding up 
the transfer of research results to production; 


Lowering materials consumption and costs; 
Raising exports and confining imports to the absolutely necessary minimum; 
The development of high-quality consumer goods in all combines; 


The more efficient utilization of investment resources and the greater utilization 
of machines and plant. 


Development of New Consumer Goods 

A new line was adopted in 1979 with regard to consumer policy in the cor. /° In ad- 
dition to goods designed to meet so-called basic needs-~-still offered at a steady 
and sometimes heavily subsidized price--higher quality goods were introduced to the 
range. The pricing principle here is the necessity to cover costs, earn profits 
and yield taxes. These goods are sold in department stores, not only specialty 
shops. They include mainly high-quality products of the goods groups clothing, 
furniture and technical consumer goods but also high-quality foods. The 1981-1985 
Five-Year Plan emphasizes the need for raising the output of such goods in particu- 
lar. 


The supplementary order establishes that the plan target system will be supplemented 
by the target “production of new consumer goods by volume and value." The produc- 
tion of high-quality consumer goods has thus been included in planning. To make 
sure that the new--and more expensive--consumer goods are actually distinct from 
the usual products as regards quality and use value, special criteria were defined 
for new consumer goods. These include: 
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1. Considerably better use values, for example better performance, longer life, low- 
er maintenance costs, improved design. 


2. The use of new materials or production processes. 

Microelectronics 

Microelectronics are generally considered the essential impetus for scientific- 
technological progress. The GDR economic leadership was therefore intent on draft- 
ing targets designed to record productivity advances arising from the use of micro- 
electronics. They are the following indices: 

1. Savings in working hours, 

2. Labor savings, 

3. Savings of selected materials, 

4. Energy conservation. 

From 1982 on the combines are to submit such “application concepts" with regard to 


microelectronics as part of the plan draft to the industrial ministries, the State 
Pianning Commission and the Ministry for Science and Technology. 





Summary 


The change in the organization of the economy was geared to assign to the combines 
the task independently and on the basis of state plan targets to plan and manage 
the entire production process, ranging from research and development by way of 
planning, the in-enterprise construction of machines and tools (rationalization 
aids) and the assurance of component supplies, to the ultimate production and sale 
of the products. Enterprises and facilities were affiliated to them for research, 
component supply, the construction of rationalization aids and the handling of for- 
eign trade. 


Though the 1981-1985 Planning Order and the new supplementary order stress the role 
of the combines as “the most modern type of management of socialist industry," the 
importance of central state planning of basic economic issues is reemphasized. The 
new regulations actually deal only with this second aspect. We look in vain, even 
in the supplementary order, for any formal confirmation of increased decisionmaking 
powers of the combines. The plan target system has been so arranged that the cen- 
tral authorities right of interference in the combines remains secure, and that the 
central decisions by the supreme management organs retain priority status. The 
system emerging from the planning order and its supplement remains strongly control- 
led by the administration and target-related; application and coordination proce- 
dures are clumsy and have little flexibility. 


Nevertheless there can be no doubt that the status of the combines has been strength- 
ened for all practical purposes, and that not only with regard to their advisory 
function before the drafting of state plan quotas but also to the planning of the 
combine structure. The lack of codification of combine powers in the planning order 
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may be due to the still inadequate period of testing. It may also be that, depend- 
ing on the production profile of the various combines, their scope varies and 
therefore escapes a general statement. "Combine effects" in the shape of greater 
enterprise efficiency can therefore be expected only as the result of a flexible 
interpretation of the new provisions. In any case the methodological scaffolding 
presented tends more to hinder than encourage independent initiative. 
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Labor Shortage Discussed 
East Berlin PRESSE-INFORMATIONEN in German No 89, 4 Aug 81 pp 2-6 


/Report by Press Office of Chairman, GDR Council of Ministers: "Answers to Questions 
About Working Capacity"/ 


/Excerpts] Better Deployment of Social Labor Capacity of the Utmost Value 


"Labor is the source of social wealth,” Erich Honecker emphasized at the Tenth SED 


Congress. To raise its efficacy is the most important aspect involved in the ac- 
complishment of the new and greater tasks of the 1980's and the pursuit of the 








policy of the main task for the welfare of the people. In the past decade every 
working hour has gained immeasurable significance. In 1970,23 working hours were 
needed in the GDR for every M1,000 of industrial goods production. By 1980 this 
need had been lowered to 14 hours, and by 1985 we aim to use only 12 hours. This 
development largely reflects the rising standard of skills of our working people. 


To put it briefly, we understand the term “social labor capacity" to mean the total 
of the knowledge, abilities and skills used in the work process by all able-bodied 
members of society. The total of gainfully employed persons in the economy, in 
turn, represents the utilized and effective social labor capacity. At present al- 
most 93 percent of the able-bodied GDR population are gainfully employed. It is 
virtually impossible to improve on that figure. 


In the period 1981-1985 demographic conditions will generally permit another rise 
in manpower. But we must already gear ourselves to the fact that manpower growth 
will decline from about the mid-1980's on, due to natural conditions. In the begin- 
ning 1990's we must expect fewer workers than now. Every year fewer young people 
enter working life, a consequence of the decline in the birthrate from 1963 to 

1974. Moreover the natural growth in the social labor capacity does not always co- 
incide with the extent of industrialization in the various districts. As a conse- 
quence the labor force will already stagnate if not actually decline in the indus- 
trial conurbations through 1985. 


In this field also, therefore, the appropriate approach is that of intensification. 
With the help of comprehensive socialist rationalization we will multiply produc- 
tivity in crucial economic sectors. We must recruit working people for other jobs 
by freeing manpower, especially for the better utilization of available and newly 
created modern plants and equipment. 


Manpower savings and the freeing of labor by socialist rationalization such as de- 
monstrated by the Schwedt initiative are therefore turning out to be a focal issue 
of the greatest possible growth in performance. The best combines convincingly 
show the merits of this approach. That is why the Tenth SED Congress directive re- 
quires more and more enterprises and combines to achieve the more rapid growth of 
productivity by comparison with goods production. In the first half of 1981 this 
was already done in 42 of the 134 industrial combines. 


According to its program, the SED "...devotes the utmost attention to the develop- 
ment and rational deployment of the social labor capacity. That includes the plan- 
ned employment of the labor force in accordance with skills, knowledge and abili- 
ties. The complete utilization of social working hours and the avoidance of down- 
time are prerequisites for the steady improvement of productivity. This purpose is 
also served by scientific labor organization..." 


At the present time the growth of the national income is accounted for to 90 percent 
by improvements in productivity. This alone shows why our economic strategy for the 
1980's aims again and significantly to raise productivity and achieve a much higher 
standard in many sectors. That, however, requires the most efficient deployment of 
our social labor capacity. 
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Do We Have Too Many Jobs or Too Few Workers? 


Some 94 percent of the population are gainfully employed. We have achieved full em- 
ployment. Our attention now is focused mainly on more efficiently using our_labor 
capacity by socialist rationalization and the increased application of WAO [scien- 
tific labor organization/. That responds to our economic strategy for the 1980's. 


However, in the course of quite a long time more jobs in the GDR were created than 
abolished by investments. 1980 was the first year we succeeded in halting or turn- 
ing around this trend in some sectors. It is our aim in the current five-year plan 
period to use investment policy in order to abolish more jobs than create new ones. 


Demographic developments also require us to free manpower for new tasks. We must 
improve the manpower structure especially by raising the percentage of people direct- 
ly employed in production. In his report on the Tenth SED directive Willi Stoph 
described as a key issue the abolition of jobs and the recruitment of manpower for 
the operation of new production capacities. He said “we have no alternative but to 
free manpower to an unprecedented extent by way of socialist rationalization." 


An example is set by the working people in the Schwedt Petrochemical Combine VEB 
and their initiative "fewer people to produce more." By abolishing 1,840 jobs in 
time for the Tenth SED Congress--the aim is a total of 2,400 by the end of 1981-- 
they demonstrated how more rationally to deploy the available labor capacity by the 
economic utilization of science and technology and the rationalization of production 
processes. 


More to achieve with the manpower available also means to lower losses of working 
hours--the spectrum ranges from technologically caused downtime to defects in labor 
Organization. Here are to be found substantial reserves indeed. We do not have a 
lack of manpower. We must simply better and more efficiently use the available 
potential, our greatest reserve. 


What Is the Role of Training and Further Education 


To cope with the rising production tasks with the same if not smaller labor force 
it will be necessary to rationalize in large dimensions in order more efficiently 
to deploy the manpower available. An important factor is the need for more fully 
utilizing the rising standard of education for the speed-up of scientific-technolo- 
gical progress. 


From 1970 to 1980 more than 700,000 advanced and technical school cadres began work. 
Their numbers have doubled in that period. Their further education "...will in fu- 
ture achieve a status comparable to their initial education," Erich Honecker 
stressed in his report to the Tenth SED Congress. “It must be so organized that it 
connects with the results of training, takes into account the differentiated and 
rising challenges to the professional work of the advanced and technical school 
cadres and leads to the quick incorporation in practice of the latest research re- 
sults. 


The proportion of employees with a completed education rose from 70.7 percent in 
1975 to 80.2 percent in 1980. In 1970 only 23 percent of all working people were 
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graduates of the 10 or 12-grade general educational polytechnical secondary school. 
The percentage has risen to 47 now. Roughly 95 percent of young people now begin- 
ning work have completed vocational training. The better utilization of the stand- 


ard of skills offers enormous reserves for the improvement of our economy's effici- 
ency. 


In 1970 92 percent of full-time employees worked 43.75 hours and 8 percent 42 hours 
per week. In 1980, 77 percent worked 43.75 hours, 7 percent 42 hours and 16 percent 
40 hours. 


Consonant with the SED's educational policy the educational standard of the working 
people will continue to rise in the coming years also. Every fourth employed per- 
son attends training or further education courses. The report to the Tenth SED 
Congress states the necessity “to insist on the obligation of combines and minis- 
tries to further educate the working people in order to ensure the security of pro- 
duction, smooth flowing production processes and the enforcement of order and dis- 
cipline during working hours." It is imperative more consistently and promptly 
than ever to prepare the working people for new jobs in production. We also assign 
the utmost value to the loyalty of young skilled workers to their particular enter- 
prise, so that their professional experience may be steadily more useful. 


By way of adult education 310,400 working people became skilled workers in the 
1976-1980 plan period. More than half were women. In 1980 4,605,700 foremen and 
skilled workers were employed in the economy, 1,404,700 more than in 1970. In our 
given circumstances that is a crucial aspect of the development and growth of the 
social labor capacity. 


The advanced educational and training standards of our working pepple have turned 
out a limitless performance factor for the intensive growth of the economy. The im- 
portance of education grows with the further advance of our social development. 
Science and education more and more profoundly permeate our lives. It is one of 

the benefits of socialism that training and further education can be coordinated 
with the requirements of the development of scientific-technological advances in 
industries and sectors as well as with further social development. Increasingly to 
utilize this benefit as planned means that the source of our social wealth will flow 
more and more abundantly. 


What Is the Influence of Science and Technology on Man Hour Savings and the Freeing 
of Manpower? 


Decisively to raise the efficiency of labor and to this end in particular use the 
latest achievements of science and technology--that is the focal task of the eco- 
nomic strategy drafted for the 1970's by the party of the working class. 


In 1980 more than 95 percent of the increase in productivity in industry were the 
result of the extensive utilization of science and technology, compared with 55 per- 
cent in 1975. “If we were to combine all measures of science and technology, a 
total of 2,854 billion working hours could be saved in the economy. That would 
correspond to the annual working hours of more than 300,000 employees in the course 
of this five-year plan," notes the Central Committee report to the Tenth SED Con- 
gress. 
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Here impressive reserves are still to be found, because the progress of the com- 
bines in the saving of man hours still varies very widely. We are concerned here 
with the management of time in the very real meaning of that term. To be considered 
is not only the improvement of the technological and organizational standard of 
production by scientific-technological work but also the development of new pro- 
ducts--always from the aspect of economic results. This must begin as early as tar- 
get setting. For years the Jena Carl Zeiss Combine VEB, for example, has endeavored 
to achieve 30 percent greater productivity in the development of new products com 
pared with earlier merchandise. As a result this combine was able to save 62 mil- 
lion additional man hours over and above the target of the past five-year plan. 

Sach an achievement is possible only when everyone is fully aware of the impact of 
his work. 


We need to lower the socially required working hours used in production as well as 
cut down the production cycle and therefore the time within which the latest 
scientific-technological results take effect. Required, for example, are new basic 
technologies, flexible automation, high-capacity manufacturing processes and new 
energy conserving procedures. 


The use of microelectronics in new products may replace earlier labor and materials 
intensive mechanical, hydraulic, compressed air components and subassemblies by more 
efficient control and automation devices. For example up to 90 percent of mechani- 
cal components are eliminated in typewriters and printing machines, watches and 
cameras, communication equipment and other devices. Manufacturing costs thereupon 
decline by up to 70 percent. 


In the scope of the industrial ministries the proportion of fully and partly auto- 
mated machines and equipment in the capital asset stock rose from 33 percent to 

49 percent in the period 1970-1980. This is the approach to be emphasized now, 
especially by way of the use of robots, to eliminate jobs in appreciable dimensions 
and comprehensively ease labor. Each robot is to free at least 2.5 workers. 


Not least will it be important fully to utilize the considerable educational stand- 
ard achieved by the working people in the GDR and, by the planned cooperation of 
combines and enterprises, the facilities of science and education, further to devel- 
op this potential. 


The combines are increasingly using the rising standard of skills more rationally 
to design departments and eliminate jobs. Since 1978 the Robotron Combine VEB has 
recruited 1,200 of its own workers for the departments research and development, 
design and technology. 


What Constitutes the Great Value of the Schwedt Initiative "Fewer People to Produce 
More"? 


No enterprise may be laggard with regard to the task of eliminating jobs in appre- 
ciable dimensions and freeing workers. The working people of the Schwedt Petro- 
chemical Combine VEB's parent enterprise have pointed the way by their initiative 
"fewer people to produce more." This initiative is evidence of their profound ap- 
preciation that every sociopolitical step forward now requires more improvement in 
productivity than was the case in the 1970's. 
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It is therefore necessary even more emphatically to orient rationalization to the 
elimination of jobs. In the Schwedt combine the working people are concentrating 
especially on the creation of larger operating departments in the factories, the 
build-up of larger and more efficient structural units, the expansion of in-enter- 
prise construction of rationalization aids, the extensive application of data pro- 
cessing, the elimination of unwarranted costs for management, planning and report- 
ing. Research and development are used to provide material and energy conserving 
processes and, at the same time, to contribute to the introduction of new technolo- 
gies requiring the least possible manpower. By the Tenth SED Congress the Schwedt 
people had managed to free 1,840 workers for employment in other departments. Ra- 
tionalization to an unprecedented extent is demonstrably the only correct approach. 
The attainable goal for the end of 1981 is the freeing of 2,400 workers--more than 
20 percent of the personnel employed by the parent enterprise. These working peo- 
ple will be employed in particular in new production facilities of the enterprise, 
in the construction of rationalization aids and other departments. 


The Schwedt initiative is no universal panacea, though. It was certainly apprecia- 
ted as an inspiration by many other enterprise and combines. The East Iron and 
Steel Works Combine, for example, will free 240 workers by rationalization this 
year. These workers will be operating new plant or work on the construction of ra- 
tionalization aids. The Schwedt Paper and Cardboard Works VEB, the Finowtal Chemi- 
cal Factory and others also recorded good results when following the Schwedt ini- 
tiative. In a growing number of enterprises this initiative turned out to be suit- 
able for settling manpower problems within the enterprise and without outside re- 
cruitment. 


The main basis for progress was the WAO. This assumed a new standard in the petro- 
chemical parent enterprise. While WAO used to be the concern of specialists, it is 
now handled directly by those affected. The decisive ideas and suggestions on ra- 
tionalization are received from those whose jobs are being reviewed. 


The Schwedt people know that the demands on the enterprise collective for raising 
efficiency and productivity are growing as steadily as their own needs, and that 
further progress is possible only by their own efforts. That is why they are al- 
ready planning the next step toward rationalization. In the years 1982-1985 they 
aim to free another 750 workers. 


Foreign Trade Problems Persist 
Bonn DIE WELT in German 7 Sep 81 p 11 


/Article by Peter Weertz, Leipzig: "The GDR's Foreign Trade Position Is Difficult 
and Contradictory; Leipzig Fair--Honecker at the Hoechst Exhibition"/ 


/Text/ The "difficult times for politics" often cited in Leipzig 
apply to trade also. At the start of the Leipzig Autumn Fair the 
roughly 600 exhibitors from the FRG expect normal but varying pro- 
gress. According to Prof Rolf Sammet (Hoechst), negotiations on 
medium-sized equipment transactions are under way. “At a time of 
zero growth, the 3-5 percent rate of growth achieved by our trade 
are remarkable," said Council of State Chairman Erich Honecker at 
the Hoechst stand. 








The key items of the fair are chemicals, consumer goods, textiles and vehicles. 
According to Sammet the chemical industry has long been the “outrider in inner- 
German trade." Its share in total deliveries and purchases amounts to 14 percent. 
However, the all too well known excess capacities, especially for plastics, have 
definitely depressed expectations. These difficulties were certainly exacerbated 
by the new chemical production line in Schkopau (Saxony), which was supplied by 
Hoechst in spring 1980. 


Admittedly, investment policy has changed in the meantime. Now rationalization has 
priority, and--as a result--medium and small machines and plant. Major industrial 
projects in the GDR's economic plans were reduced due to the lack of investment re- 
sources. Moreover there is a manpower shortage. 


It remains to be seen whether discussions will start in Leipzig on the interest- 
free overdraft (swing) in the axount of DMB850 million, due to expire at the end of 
this year. Should the agreements not be extended, the swing will automatically de- 
cline to DM200 million, although the FRC will be able to add to that. As it is 
East Berlin is currently utilizing the swing to only slightly above DM700 million. 


Fair observers appraised the GDR's foreign trade situation as difficult and contra- 
dictory. East Berlin wishes to limit its foreign debts and also wants to export 
more in order to be able to pay the high import prices of crude oil and raw mate- 
rials. They are therefore quite right to make foreign trade a vital matter. Unfor- 
tunately export results have so far failed to meet East Berlin's expectations. Par- 
ticularly large deficits are recorded in trade with France, Austria and Britain. 

In its foreign trade with Japan the GDR's imports are 3 times higher than its ex- 
ports. To this we must add the enormous export obligations toward the CEMA coun- 
tries, which swallow up 63 percent of GDR foreign trade. 


In 1980 the Western industrial countries accounted for 30.5 percent of GDR imports 
and 24.1 percent of GDR exports. 


These factors affect the fair and subsequent business transactions. As per the 
data of the German Industry and Trade Association no economic revival has resulted 
from the establishment of combines. However, East Berlin has managed to improve 
its standing in inner-German trade. In the firet half the surplus in goods trade 
amounted to DMI92 million (1980: DM273 million), and liabilities declined from 
DM3.9 billion to DM3.7 billion. 


At the same time, though, the growth of inner-German trade slowed down from 19 per- 
cent to 4 percent. This year the Federal Economics Ministry expects a volume ex- 
ceeding DM12 billion (1980: DM11.72 billion), West German exhibitors think that a 
stronger revival of inner-German trade is likely only in very few sectors. 


According to an interim report delivery contracts by West German firms are 8 per- 


cent above the level of the previous year. Machine construction maintained the same 
volume. Growth was recorded by steel, hard coal, crude oil, chemicals and clothing. 
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HUNGARIAN-SOVIET ECO\.OMIC RELATIONS DESCRIBED 
Budapest NEPSZAVA in Hungarian 29 Aug 81 p 4 
[Article by Pal Emod: “Signficance and Future of Cooperation" ] 


[Text] In today's situation of the world economy when selling conditions are 
increasingly difficult, all enterprises, socialist and capitalist, small as well as 
large endeavor to build long-range production and market relationships. This is so 
because it lends certainty to production, and makes it possible for the enterprise, 
armed with this background, to flexibly conform to the other, rapidly changing 
demands. 


Of course, when the specialization and cooperative relationships were set up 
between the CEMA countris, the above mentioned viewpoints did not yet play the most 
important role. Obviously, in enterprises linked to each other with the tight 
threads of planned economy, the mutual coordination of the plans is the thing that 
leads to longer range cooperative projects. Let's consider, for example, that 
Hungary agreed not to build passenger cars, but at the same time pledged to build 
as many buses as are needed to also cover the needs of its CEMA partners. Or, there 
is the Friendship, of the Brotherhood oil piplines: the petroleum received from 
the Soviet Union is indispensible to our country's raw material supply. The two 
governments have therefore made a long-range agreement which also contains the 
delivery and payment conditions. Let us quickly note here that we are not the only 
ones desiring such agreements. The Soviet Union is linked also t«: the Western 
European countries with quite a few gas and oil pipelines. Indeed, the business 
deal of the century is now being negotiated which would make it possible for the 
Soviet Union to sell several tens of billions of cubic meters of natural gas each 
year to the Western European countries. 


The Advantages of Lasting Cooperation 
Thus the conclusion is a logical one. At the beginning of a new 5-year plan--and 
a new S-year plan has just now begun in 198l--each country must consider those 
opportunities which are hidden in the cooperative relationships. 

The news received about the Hungarian-Soviet trade suggest lasting trade and 


production cooperation projects. Let's take at random some of the MTI's [Hungarian 
Telegraph Agency] reports! 
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29 Mav: The Videoton RT [Limited Liability Company] signed a more than 70 million 
ruble contract with the Soviet Elektronorgtyechnyka for the delivery of computers 
and peripherial equipment in 1982. At the same time, the METRIMPEX [Foreign Trade 
Enterprise of the Instrument Industry] agreed with its Soviet partner to import high 
performance computers in the value of 10 million rubles. 


23 June: The Hungarian Ship and Crane Factory has already made its 1982-83 export 
contracts with the Soviet Sudoimport foreign trade association. Thus in the next 
two years they will build in Angyafold, river and seagoing floating cranes, tugboats 
and barge towboats for Soviet orders for a total of 80 million rubles. 


6 July: An agreement has been reached between Budavox and the Mashpriborintorg for 
the delivery of complete telecommunication technology systems, and also individual 
equipment. One of the contracts deals with the sale of 160 traditional telephone 
switching centers valued at 35 million rubles. The total capacity of these centers 
is 126,000 telephone lines. The other agreement is for 5 million rubles and 
specifies the export of Hrngarian radio telephones. 


One-Third of the Export, One-Fifth of the Import 


An the “production” is the harvest of just barely one month. Of course, it must also 
be known for this that the longer, 5-year agreements are extended practically 
automatically. For example, in the vehicle industry. As it is well know, the 

Raba factory of Gyor supplies rear assemblies and <karus buses, and in exchange for 
it we buy front assemblies and trucks, for examp.::, Kamaz brand heavy vehicles. 

And as long as we are on the subject of the vehicle industry, let's also review the 
details of the passenger automobile cooperation. We buy finished Lada brand cers 

for Hungarian instrument panels, locks, horns, and other component parts--which we 
build in runs of 300,000 to 400,000 each. We get 25,000 to 40,000 Lada cars per 
year. 


When, in March of this year, the foreign trade ministers of the two countries signed 
the 1981-1985 trade and payment agreement, they agreed to 34 billion rubles’ worth 
of trade. This is also when it was made public that about one-fifth of our import 
from the Soviet Union, and one-third of our export there is conducted within the 
framework of specialization and cooperation agreements. The alumina-aluminum 
agreement will continue until 1985, the olefin agreement has been extended to 1990, 
and the computer technology program--called ESZR (Uniform Computer Technology 
System] in CEMA's terminology--specifies the export of over 2.5 billion forints' 
worth of Hungarian products. The agrochemical agreement deals with mutually 
providing some plant protection chemicals and other chemical materials, and if we 
also include the pharmaceutical industry agreement here, the latter two programs 
each cover trade in the value of 20 billion forints. 


In the Intensive Stage 


These high value programs, agreements for several billion forints or rubles often 
conceal the difficulties involved in cooperation. That is, the socialist economies 

in recent years entered the stage of intensive growth. And now it is worth while 
reviewing the earlier practice in the area of cooperation also. Hungarian economists, 
such as Jozsef Fay and Rezso Nyers mention in the columns of KULGAZDASAG 
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[Foreign Economy] that more work must be done in pricing and financial questions. 
In the case when the pricing systems differ in the countries, and the exchange rate 
is not realistic, the profitability of cooperative production and sales cannot be 
guaranteed. It is possible that both countries are interested in supplying certain 
products, but the enterprises are not. That is, there are examples for conducting 
mutual deals below the world market prices, and this, for example, can cause losses 
to the enterprises in a competitive pricing systen. 


Thus, the experts dealing with the CEMA relationships and the Hungarian-Soviet 
production cooperation nowadays often mention the importance of having to decide 
the financial (pricing) questions at the same time the natural (quantitative) 
conditions are specified. The foundations are there for the further growth of the 
cooperation if the enterprise's interest coincides with the national economic 
interest better than in the past. 
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RETAIL PRICE REFORM ASSESSED 
Warsaw ZYCIE GOSPODARCZE in Polish 30 Aug 81 p 9 


[Article by Tadeusz Kierczynski and Urszula Wojciechowska: “Should There Be and 
What Kind of Retail Price Reform?” ] 


[Text] In discussions to date about retail price reform, arguments are often used 
which indicate a greatly varying understanding of this problem. To confirm this, 
it is enough to quote only the most representative sources. Thus, Z. Krasinski is 
of the opinion that reform for which he is fighting with admirable obstinacy will 
bring about, "...the lowering of the living standard for most of society,” because 
"...@8 a result of the increase, the buying power of a considerable part of the 
population will decrease significantly and anyvne who will want to return to their 
former level of consumption will simply have to earn more and, therefore, work 
harder.”! In the government plan for stabilization it is written as follows: 

“The passing of price reform is not popular in society and will, indeed, cause a 
decline in the real income of the average and above-average classes of the 
population. However, this social price must be paid. In the present situation, 
the losses connected with the price increase will be, to a large extent, nominal 
losses because with the currently great and still growing yy of goods, the 
decline in the living standard has actually already taken place.” 


It is apparent that the authors are not decided whether the decline in the living 
standard will take place after the reform or if it has already taken place! 

J. Lewandowski has doubts also of a fundamental nature; he is skeptical whether it 
is at all worth raising the prices on food commodities. “Experience to date 
indicates, however,--he writes in his article in ‘Polityka’--that price increases 
on food commodities are least suited for being the proper instrument of subduing 
the general pressure of demand on the consumer goods market ."3 


It is no wonder that in the midst of such scholarly arguments (the report was 
consulted by eight professors) trade unionists lose interest in the undertaking 
which will undoubtedly bring about a “decline in the standard of living” and in 
addition it is not known whether it can reduce at all the pressure of inflation? 
Three Variants of Price Reform 


To conduct an analysis of the effects of retail price reform, and examination of 
three of its variants presently entering into play in Poland seems necessary: 
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Variant A (minimal). Prices are raised to a level necessary to insure that costs 

be covered but with minimal profitability. In practice, this indicates the need for 
price increases on all food (with the exception of vegetables, fruit and eggs), 
energy, coal and communication, above all urban communication. Compensation is 
received by everyone in the full amount on the basis of ration-card norms or average 
usuage where there are no ration cards. The source for the financing of compensation 
are the existing budget subsides which finance losses incurred by enterprises. 
Reform based on such principles does not touch the inflationary gap, thereby, 
requiring the retention of the ration-card system. The effect of the reform on 
changes (substitutions) in consumption trends will be greatly limited. In order to 
strengthen it, the reform may be supplemented with a price increase on financially 
productive commodities but not requiring compensation (alcohol, gasoline, imported 
tobacco, as well as goods of a higher order which under our hardship conditions have 
a luxury status; e.g., taxes on imported automobiles, “high-gloss” furniture, color 
television sets, furs, carpets, porcelain, etc., etc.). All the mentioned goods 
should possess stable prices of balance. 


Variant B 


The overall price increase will be high enough to close the inflationary gap, that 
is to Say, to create a situation whereby the current total supply of goods and 
services would provide for, with small reserves, the total demand. This situation 
is similar to the one we had in the years, 1953-1977-1978. The attainment of an 
overall balance will not denote the existence of stable, specific balances on all 
the major markets. Above all, such balance will not be achieved on the meat market. 
The demand for meat will increase as a result of using means, for this purpose, 

from the inflationary curve and also decreasing other expenses and consumption 
trends. To insure equilibrium on the meat uarket, it will be necessary to 

maintain regulations supplemented eventually by commercial prices. This may concern 
other products as well (ex. coal). The lowest price increase necessary to close 

the inflationary gap will be achieved when compensation will not be used at all. 
However, this is impossible since it leads to a situation in which too many articles 
become completely unattainable for the poor while the entire movement of prices 

my lead to a lowering of this consumer group's social level to below the miniaun. 
However, the aigher the compensation for the poor, the higher will be the overall 
price increase and a greater deflation of wages and further departure from the 
principle of division according to the nature of work performed. 


Variant C (maximal). The general price increase is so high as to eliminate not only 
the inflationary gap but also the inflationary curve, which means, that part of 
savings which took place during previous periods as a result of the gap's 

existence. The increase in prices should at the same time insure stable, partial 
balances on all the basic markets so that all forms of regulations become eliminated. 
The huge dimensions of the necessary price increases force high compensation, 
thereby, severly restricting the application of the principle of division according 
to the nature of work performed. 


Effects of Reform 


The effects of retail price increases carried out according to the sentioned 
variants appear in many areas. The most important of these are the following: 











l. The physical dimensions of society's total consumption. 
2. Share in consumption of various income groups. 
3. The structuring of the public's financial savings. 


4. State of the market's balance and the associated with it degree of difficulty 
in making purchases. 


5. Work incentives. 


6. Regulating the economy; i.e., bringing about economically and socially justified 
price ratios and the proper structure of wages and the population's other forms 
of income. 


In further analysis, we shall omit the areas mentioned in points 4, 5 and 6; the 
effect of price increases in these areas is quite obvious. In the continuing 
discussion, the effect of price increases on the market's balance and the elimination 
of queues and speculation is the most prominent. The effect of price increases on 
raising the value of currency, increasing interest in remuneration and, thereby, 
creating stronger work incentives is also evident. Price reform also allows to 
regulate-—-the historically formed and in general, currently irrational price ratios. 
All of these are commonplace truths, although, this does not mean that they are 
unimportant! The effects of price reform are much more complex in the first four 
mentioned areas. 


Price Reform and the Physical Dimensions of Consumption 


In general, price increases which are not accompanied by full compensation of nominal 
incomes lead to a drop in consumption--this is an elementary truth (presented in 
simplified form). This statement is not valid, however, for the present situation 
in Poland. With the current low level of consumption, presenting to the reform 

the task of reducing it even further is definitely unacceptable. This is our 
opinion and that is why we do not quite know how to comprehend the point of view 
according to which all of society must lose as a result of the reform. In the sense 
of the physical dimensions of consumption, society as a whole should not and does 
not have to lose. Just as "a change in prices alone will not bring about an 
increase in products"--as was aptly stated by one of the workers at the steel mill, 
"Warszawa" at a meeting with minister Krasinski--so their amount will not decrease. 
Therefore, if society as a whole will not lose in the sense of the physical 
dimensions of consumption, then we may speak of the "loss" in two ways: first-- 
certain income groups may lose as a result of a change in their participation in 

the total consumption and second--the public's losses may be associated with 
phenomena involving financial savings. 


Who Gains--Who Loses as a Result of Reform 


The current market situation in Poland is a certain form of inflation, which may 
be described as supply-type inflation (or more bluntly, "queue-type infiation"). 
This phenomenon, although known in other socialist countries (ex., USSR, Bulgetia 
Romania), has not yet appeared anywhere on such a scale and in such proportions. 
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Under the minimal variant of reform, supply-type inflation is transformed into 
traditional inflation (prices) only in those segments of the market where balanced 
prices will take place; i.e., alcohol, tobacco, gasoline and "luxury" goods. 

In other segments, the situation will not succumb to change because cost prices, 
fully compensated, will be even lower than balance prices. 





Under these conditions it is easy to describe which groups of the population will 
gain and which ones will lose as a result of price reform. Generally, those will 
gain who are at the end of the line and for whom there is just not enough with the 
current prices on goods. On the other hand, those who have access to goods, in one 
way or another, will lose. Specifically, introducing a higher than up to now 

price of balance that gives equal access to goods for everyone, will expose three 
large groups of the population who are currently at the head of the line, to losses 
in the form of a physical decline in consumption and in the living standard: 


l. Employees of trade and prominent persons who have the right to lay aside 
merchandise for themselves sanctioned by practice or regulations; 


2. “hard-working people who want to and can spend many hours of the day or night 
in line. This group includes retirees, housewives and unreliable employees; 


3. speculators who by obtaining goods in one way or another profit from their resale. 


The gains and losses of compensation will appear on a small scale only when the 
actual consumption of individual persons will differ from the average consumption 
used for determining compensation where there are no ration cards. The large scale 
of differentiated and organizationally complicated compensation in variants B and C 
will cause a wide range of losses and gains. As a rule, the former affect the 
wealthy, among which are hard-working laborers and the creative intelligentsia. 
Higher income groups will not receive compensation--the high increase in prices 
will, therefore, contribute to the limiting of consumption. This decline will not 
affect the consumption of basic commodities but goods of a higher order. To maintain 
until now the level of food consumption, savings on clothing will have to be made, 
on expenditures for relaxation and recreation, on the use of automobiles, etc. 

The most needy groups will receive compensation and, in addition, wage increases 
enabling them to attain a social minimum. Thus, goods saved by higher income groups 
will increase the consumption of the needy. It may be expected that the structure 
of consumption by the le*ter group will also undergo changes; a considerable 
increase in the prices of basic commodities will result in the decline of their 
consumption on behalf of goods of a higher order, thus, becoming attractive to the 
higher income groups. It is clear that everyone standing “at the head of the line” 
must take a loss in these variants as well. 


The Effect of Price Increases on the Public's Savings 


We had written above that with the existing low level of consumption, its further 
decline is not possible as a result of the price reform. The public will, therefore, 
have to purchase the same as until now (let us hope, that in the near future--greater) 
quantity of goods for a greater than until now sum of money, without receiving the 
fully compensational increase of minimal income. The direct consequence of such a 
process will be a decline in the public's ability to save or more precisely to 

augment funds. Under the existing market situation which is accompanied by wage 


38 











increases--the public has become accustomed to accumulating funds. The price reform 
will change this situation all the more radically--the higher the price increase. 
Under the first variant of reform--the ability to augment funds within all the 

income groups of the population will decline. Under the second variant--groups with 
currently low incomes will start saving while the higher income groups will not save 
at all or considerably less. Finally, the third reform variant which is characterized 
by a very high price increase will force practically all the income groups to spend 
the accumulated funds because the present incomes will prove to be insufficient. 


How should the described phenomena be evaluated? Can the decline in the public's 
ability to accumulate funds (savings), as a result of price reform, be unequivocally 
evaluated as a loss borne by society? 


In a normal economic situation--the increase in prices which will force the 
liquidating of savings by society and will reduce its ability to save--should be 
recognized as an undertaking directed against the public's interests; for it 
indicates that in order to maintain present consumption, society must pay with the 
level of future consumption whose decline results from a drop in savings. The public's 
losses are particularly severe in terms of savings placed in PKO [General Savings 
Bank] which, minister Krzak affirms is in accordance with the truth--are always 
protected, in Poland. Revalorization of these savings, which may be expected, 
causes the loss of savings as a result of price increases to be even more severe. 
Therefore, theoretically, we have found the sore point of price reform--a place 
where social losses are exposed. 


The period in which we are living has, after all, its own laws and, therefore, 
general norms should not be applied to it--those which are adapted to average 
(normal) socio-economic conditions. Such is also the case in the area under 
discussion. We speak of--funds, while we should be saying--momentary symbols 
without backing. Of what value are funds accwpulated in the years 1980-1981 if in 
just the first half of 1981, the paid out wage-fund was about 26.5 percent higher 
than in the first half of 1980 with a decline of about 1.8 percent in the retail 
sales of goods as well as a 12.5 percent decline in social industry's production. * 
These are funds which came about by way of accumulating monetary symbols without 
backing--funds representing obligations which we will not be able to fulfill not 
only today but for a long time to come. 


Thus, reform--more precisely--the increase in prices will expose society to losses 
in the form of a drop in funds and the ability to augment them without raising the 
level of consumption. This is not a loss resulting from price reform but from the 
most fundamental elements of the Polish socio-economic crisis expressing itself by 
a severe decline in national revenues and production, with a concurrent rapid 

rise in the population's nominal income. The public's funds created under these 
conditions must, sooner or later, succumb to depreciation. If this does not occur 
as a result of an increase in prices, then with some postponement-~-although, 
shorter than some people presume--other measures will lead to the same outcome. 
Maintaining of the present price level, for a longer period of time, must indicate 
a considerable expanding of the range of regulation with corresponding consequences 
for financial management. Huge funds, accumulated in this way, are in the long-run, 
intolerable because: 
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--they paralyze whatever incentives associated with the attainment of current incomes-- 
this is an overall social aspect of our argument, and in addition, 


--the value of these savings is sharply reduced by the black market which 
substitutes the State, with interest, in the process of price increases. That is 
why, we believe that in the situation where prices would remain at the present 
level, monetary conversion would inevitably have to be expected which would 
accomplish the task of reducing funds bearing down on the economic system beyond 
the limits of its endurance. The social severity of the foreign-exchange reform 


would be, in our opinion, greater than the losses suffered as a result of the 
price increases. 


Our Reform Proposals 


We have conducted, above, a listing and arrangement of phenomena being unable to 
exhzust their topic fully or even analyze them more closely in one article. 
Nonetheless, the article should not end without a proposal and the taking of a stand 
on such a crucial matter. 


In regard to this, we would like to voice our opinion on behalf of the minimal 
variant from among the above mentioned variants. The following arguments speak for 
this variant: 


l. This variant permits the raising of p~ices on basic products to a level which 
insures the profitability of producing them while compensating all citizens 
the entire difference of the price increase on the basis of the amounts received 
with ration-cards or the average consumption. This makes it possible to count on 
the relative ease of receiving social approval for such price increases because 
the shifting of the consumption of these goods among the particular social 
groups will be insignificant. The poor will gain somewhat as a result of 
taking on average amounts of consumption with the accompanying compensation 
while the wealthy will lose some for the same reasons. At the same time, 
identical conpensation, in terms of the amount, deflates the system of wages 
less than compensation greatly differentiated according to the level of income 
necessary in variants "B" and "C". 


2. An increase in prices without compensation to a level of balance, on alcohol, 
tobacco, gasoline and goods regarded as luxuries--will, indeed, strike a heavy 
blow to those groups of the population who currently have access to these 
products at low prices (i.e., those standing at the head of the line). However, 
this will allow the purchase of these goods for people earning well but who 
presently cannot see their turn coming in line; whereas speculators and bribe-takers 
will be losers. 


3. The discussed minimal variant of price increases will be sufficient for the needs 
of future economic reforms because in expressing costs (without, however, 
reflecting the degree of sca-city of goods) it creates the basis for self- 
financing of enterprises and agriculture. 
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4. Although, the price increase on basic goods has a primarily nominalistic 
character even with full compensation and ration-cards, it will show society the 
costs of production and the value of food and fuel. Such economic instruction 
will simplify the elimination of ration-cards in the future (i.e., when the 
supply of goods increases appropriately) and the conversion to balanced prices 
without the shock that may be presently observed. The basic flaw of the variant 
under discussion seems to be the necessity for retaining or even perhaps 
expanding the ration-card system. However, is this really a flaw under conditions 
of a fundamental (drastic) decline in consumption? Under present conditions, 
it is necessary to combine in the system, the distribution of the fund of 
egalitarian consumption with strong materialistic incentives for those groups of 
workers and employees earning good salaries and on whose shoulders rests the 
principal load of overcoming the economic crisis. 


Egalitarianism is necessary in a situation of a severe decline in consumption, which 
we are experiencing. This is also a social necessity. On the other hand, however, 
overcoming the crisis and further economic development are impossible without 
creating or restoring agressive incentives for productive work on the part of highly 
qualified workers and those working under the most difficult conditions as well as 
of the cadre that decides about technical and organizational progress and also 

about the development of culture and education. 


Postulates for the radical approximating of these groups’ wages (and even if brought 
to extreme limits--equalizing of existing differences) to the level of average wages 
will lead to a rapid exit from all occupations where the work is difficult and 
dangerous. A part of the highly qualified cadre will also change jobs whereas a 
part will decrease their efforts and commitment. It may be expected that only a part 
of the workers and the most self-sacrificing and patriotic cadres will not react at 
all to the relative and absolute reduction of wages. However, the influx of new 
people into these occupations will diminish. 


Egalitarianism should be ensured on the way to: 


--providing basic products for the population in the process of ration-card 
regulation and a system of standard goods; 


--a strong, clearly felt development of the infrastructure which improves the quality 
of life of large groups of the population, above all: nurseries, kindergartens, 
soup-kitchens, trade networks [as published]; 


--undertaking large capital expenditures to overcome the underdevelopment of public 
transportation systems giving it absolute priority over individual motorization; 


--increasing family benefits. 


The ration-card system provokes much controversy. Despite all its shortcoming, it 
was used, however, in Europe historically speaking when supplies waned, even when 
they were lower than currently in our country or relatively higher (e.g., in Great 
Britain, in Germany during and directly after World War II). In our situation, this 
system fulfills three functions: 
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1. It imsures the fair (egalitarian) distribution of basic goods; 


2. adjusts the degree of consumption of particular commodities to the economy's 
capacities in the most clear-cut way possible; 


3. prepares the basis for price regulation by defining the amounts on which 
compensation will be calculated. 


The existing ration-card system should, of course, be given more elasticity, made 
more efficient, protected against abuse.© It is possible that regulations will 
have to be expanded (ex., electricity, gas, coal, eventually even gasoline for 
certain consumers--veterinarians, country doctors). 


The plans proposed by Prof Popkiewicz and Prof Krasinski and the government as well 
for presently eliminating ration-cards on the way to price increases (according to 
variants B and C) are premature, because: 


--We are in a phase of general stagnation, perhaps even of a decline in production 
(meat) and supplies made to market; until now regulations were eliminated in the 
USSR, Germany and Great Britain and also in Poland (1953) when production increased 
and appropriate supplies were accumulated; 


--there is a lack of wage increase regulators in the form of self-financing based 
on self-government--a situation which upon the carrying out of price increases, 
threatens with a wave of wage demands supported by strikes which will destroy 
the effects of price reform. 


Under these conditions, plans for the elimination of ration-cards on the basis of 
price regulation will lead either to the destruction of the motivational power of 
wages (when equalization of wages occurs as a result of compensation only for the 
low wage-earners) or with a different system of compensation will lead to hunger 
rations for low wage-earners and retirees. 


FOOTNOTES 
1. TRYBUNA LUDU, No 176, 30 July 1981. 
2. Government Program...TL [expansion unknown] July 1981, p 33. 
3. J. Lewandowski: "Prices and Compensation," POLITICS, Vol 31/1981. 


4. Compare GUS [Central Office of Statistics] regarding the socio-economic situation 
in the country in the first half of 1981--TRYBUNA LUDU, 28 July 1981. 


5. Marginally speaking, an increase on prices of alcohol to a level of balance is 
the only socially accepted solution. Increasing production, ration-cards or 
measures used by the militia to combat speculation are either unacceptable or 
ineffective. That is why the tolerating of current prices and the present 
situation in this important segment of the market must provoke amazement and 
out rage. 











6. It is odd that in introducing the ration-card system, our representatives 
in Moscow, London and the Colonies were not obligated to send data concerning 
the functioning of regulations in those countries and subsequently why these 
excellent solutions were not adapted to our conditions. 
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